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CONFIDENTIAL KHARTOUM 2426 

E.O. 11652: GDS 
TAGS: ECON, EFIN, SU 

SUBJECT: SUDAN'S BALANCE OF PAYMENTS DIFFICULTIES 

REF: (A) STATE 165158 (NOTAL); (B) KHARTOUM 2257; (C) KHARTOUM 2322 

BEGIN SUMMARY: HIGH DEVELOPMENT EXPENDITURES AND LOW DOMESTIC 
SAVINGS ARE BASIC CAUSE OF CHRONIC BALANCE OF PAYMENTS PROBLEMS. 
FISCAL AND MONETARY POLICIES ARE EXPANSIVE AND COMPLICATE SITUATION. 
FOREIGN EXCHANGE BUDGETS FOR FY 76/77 AND FY 77/78 ENVISAGE 
CAPITAL DRAWING OF ABOUT 600 AND 725 MILLION DOLLARS. WITHOUT 
SUBSTANTIAL BOP SUPPORT, THESE LEVELS PROBABLY WILL NOT BE ACHIEVED. 
EMBASSY ESTIMATES GAP IN FOREIGN EXCHANGE AVAILABILITY OF 400 
MILLION DOLLARS FOR CY 77. IT WILL BE DIFFICULT TO TRIM IMPORTS 
BECAUSE MANY CREDITS ARE TIED TO DEVELOPMENT EXPENDITURES 
AND IMPORTS OF CONSUMER GOODS ARE ALREADY AT LOW LEVEL. TO 
AVOID SERIOUS DIFFICULTIES, ABOUT 100-250 MILLION DOLLARS OF 
BOP SUPPORT IS NEEDED. END SUMMARY. 
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1 . STATE REF REQUESTED MORE INFORMATION ON SUDAN'S BALANCE OF 
PAYMENTS, PARTICULARLY ESTIMATES FOR CY 77. BASIC CAUSE OF 
CHRONIC BOP PROBLEM IS HIGH LEVEL OF DEVELOPMENT EXPENDITURES 
AND LOW LEVEL OF DOMESTIC SAVINGS. PERCEIVING ITS GREAT 
DEVELOPMENT POTENTIAL, SUDAN HAS NOT ACCEPTED FINANCIAL LIMITS 
FOR INVESTMENT EXPENDITURES DESPITE FINANCING PROBLEMS. LARGE 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


BOP DEFICITS HAVE BEEN FINANCED BY EXTERNAL BORROWING FOR 
LAST THREE YEARS. ALTHOUGH EXTERNAL PUBLIC DEBT IN 1976 
INCREASED BY ALMOST 400 MILLION DOLLARS, SUDAN HAD REACHED ITS 
CREDIT LIMIT FROM FOREIGN COMMERCIAL BANK SOURCES AND 
EXPENDITURES WERE RESTRAINED BY LACK OF CREDIT. 

2.SUDAN’S FISCAL AND MONETARY POLICIES ARE BOTH QUITE 
EXPANSIONARY. FOR EXAMPLE, THE FY 77/78 BUDGET PROJECTS 
REVENUES OF 1.4 BILLION DOLLARS, ORDINARY EXPENITURES 
OF 1.2 BILLION DOLLARS, AND DEVELOPMENT EXPENDITURES OF .8 
BILLION DOLLARS. FORTUNATELY, THE FOREIGN EXCHANGE BUDGET 
TARGETS FOR DEVELOPMENT HISTORICALLY HAVE NOT BEEN 
ACHIEVED. THEREFORE, TOTAL DEFICIT WILL BE SMALLER THAN 
INDICATED BY FOREIGN EXCHANGE BUDGET. WITH CONSTRAINTS ON 
FOREIGN BORROWING, BUDGET DEFICITS MUST BE FINANCED DOMESTICALLY. 
IN FY 74/75 MOST OF THE BUDGET DEFICIT WAS FINANCED BY EXTERNAL 
BORROWING. HOWEVER, 270 MILLION DOLLARS OF TOTAL DEFICIT OF 
330 MILLION FOR FY 75/76 WAS FINANCED BY DOMESTIC BANKS. RAPID 
MONETARY EXPANSION TOOK PLACE. BEYOND INFLATIONARY IMPACT, 

THESE POLICIES STIMULATE IMPORT DEMAND AND COMPLICATE PAYMENTS. 

3. IT IS DIFFICULT TO OBTAIN STATISTICS AND REASONABLE 
PROJECTIONS ON SUDAN'S BOP. PROJECTIONS OF CAPITAL DRAWINGS ARE 
PARTICULARLY TROUBLESOME. WITH SUDAN'S NEGATIVE REASERVES, 
NEARLY EXHAUSTED CREDIT, AND GOVERNMENT DEVELOPMENT POLICIES, 
IMPORT LEVELS ARE A FUNCTION OF AVAILABLE CAPITAL DRAWINGS. 
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SOME IDEA OF RELATIVE FIGURES ARE PROVIDED BY THE FOREIGN EXCHANGE 
BUDGET: 

FOREIGN EXCHANGE BUDGETS-FY 76/77 AND FY 77/78 (MILLIONS OF US 
DOLLARS) 


FY 

76/77 

FY 77/78 


EXPORTS 

526 

677 


INVISIBLE RECEIPTS 


113 

138 

CAPITAL DRAWINGS 


607 

733 

TOTAL 

1,246 

1,548 


IMPORTS 

935 

1,083 


INVISIBLE EXPENDITURES 

180 

215 

LOAN REPAYMENTS 


131 

250 

TOTAL 

1,246 

1,548 



4. MOST NOTABLE FEATURE OF THESE FOREIGN EXCHANGE BUDGETS ARE 
THE LARGE CAPITAL DRAWINGS COMPOSED OF FOREIGN ASSISTANCE, 
INVESTMENT AND BORROWING. FOREIGN ASSISTANCE IS CURRENTLY 
BEING DISBURSED AT AN ANNUAL RATE OF ABOUT 100 MILLION DOLLARS 
(LESS THAN HALF 1974 LEVEL). NO RELIABLE FIGURES ARE AVAILABLE 
FOR FOREIGN INVESTMENTS, BUT EMBASSY ESTIMATES THAT FOR 
CY 77 THEY WILL BE ABOUT 100 MILLION US DOLLARS ALTHOUGH 
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COMMITMENTS ARE MUCH HIGHER. 

5. BASED ON EXTRAPOLATIONS FROM FOREIGN EXCHANGE BUDGET 

AND EMBASSY ESTIMATE OF EXPORTS, FOREIGN EXCHANGE SHORTFALL FOR 
CY 77 WILL BE LARGE. EMBASSY ESTIMATES RECEIPTS AS FOLLOWS: 

EXPORTS 600 

INVESTMENT 100 

ASSISTANCE 100 

NET FOREIGN BORROWING N/A 

EXPENDITURES ARE ESTIMATED AS FOLLOWS: 

IMPORTS 900 

INVISIBLES 75 
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LOAN PAYMENTS 225 

1,200 

GAP IN FOREIGN EXCHANGE AVAILABILITY FOR CURRENT YEAR APPEARS TO 
BE ABOUT 400 MILLION US DOLLARS. EMBASSY DOES NOT BELIEVE THAT 
COMMERCIAL FINANCING WILL BE AVAILABLE TO BRIDGE THIS GAP. 
WITHOUT BOP SUPPORT, IMPORT BILL WILL HAVE TO BE TRIMMED AND/OR 
DEBT PAYMENTS WILL NOT BE MADE. 

6. SUDAN WILL FIND IT VERY DIFFICULT TO TRIM ITS IMPORT BILL. 
GENERALLY, SUDAN FINDS IT EASIER TO OBTAIN FINANCING FOR 
DEVELOPMENT EXPENDITURES. THUS, OBVIOUS ALTERNATIVE OF 
ELIMINATING NEW PROJECTS PROBABLY WOULD REDUCE THE AMOUNT OF 
CREDIT AVAILABLE WHILE NOT PROVIDING CREDITS FOR IMPORTS OF 
ESSENTIAL COMMODITIES. ALSO, THE SUDAN HAS IMPOSED STRICT 
CONTROLS ON IMPORT OF CONSUMER GOODS. CONSUMER GOODS IMPORTS 
ARE STABLE AND IN REAL TERMS PROBABLY ARE DECLINING. THIS LOW 
LEVEL OF CONSUMER GOODS IMPORTS IS DUE TO STRICT MANAGEMENT 
OF THE FOREIGN EXCHANGE CONTROL SYSTEM BY THE BANK OF SUDAN. 
THUS, IT DOES NOT APPEAR THAT THERE IS MUCH FAT THAT CAN BE 
SQUEEZED OUT OF SUDAN'S IMPORT BILL. 

7. IT APPEARS THAT SUDAN NEEDS BOP ASSISTANCE IN CURRENT YEAR 
OF 1 50-250MILLION DOLLARS TO AVOID SERIOUS DIFFICULTIES. THIS 
LEVEL OF BOP SUPPORT IS ONLY SLIGHTLY GREATER THAN THAT PROVIDED 
BY SAUDIS FOR LAST TWO YEARS. HOWEVER, THERE IS NO INDICATION 
THAT SAUDI BOP SUPPORT READILY FORTHCOMING. AT SAME TIME, 

SAUDI ARABIA AND KUWAIT HAVE IMPORTANT COMMERCIAL AND 
INVESTMENT INTERESTS IN SUDAN AND MIGHT RESPOOND TO PREVENT 
CRISIS IN ECONOMY.SUCH A CRISIS WOULD BE POLITICALLY 
DESTABLIZING WHICH WOULD PROVIDE AN ADDITIONAL INCENTIVE FOR 
ARAB BOP SUPPORT. BERGUS 

CONFIDENTIAL 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 -Jan-1 994 12:00:00 am 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: ECONOMIC REPORTS, BALANCE OF PAYMENTS 

Control Number: n/a 

Copy: SINGLE 

Sent Date: 22-Jul-1 977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977KHARTO02426 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Expiration: 

Film Number: D770261-0205 
Format: TEL 
From: KHARTOUM 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19770730/aaaaazix.tel 

Line Count: 167 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 0dd35b65-c288-dd11-92da-001cc4696bcc 
Office: ACTION AF 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 4 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 

Reference: 77 STATE 165158, 77 KHARTOUM 2257, 77 KHARTOUM 2322 

Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 1 1 -Feb-2005 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 1781207 
Secure: OPEN 
Status: NATIVE 

Subject: SUDANYS BALANCE OF PAYMENTS DIFFICULTIES 
TAGS: ECON, EFIN. SU 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/0dd35b65-c288-dd11-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



